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Boosting access to affordabfe housing

The Amer ican Recovery  and Re inves tment  Ac t  ass is ts  communi t ies  in  ex tend ing  a  he lp ing  hand to  ind iv idua ls  and

fami l ies  d isp laced by  fo rec losures  or  o ther  economic  hardsh ips .  The Ac t  p rov ides  more  than StO b i t t ion  na t ionwide  to

he lp  expand the  ava i lab i l i t y  o f  qua l i t y  a f fo rdab le  hous ing  and to  suppor t  communi t ies  hard  h i t  by  fo rec losures .

Specificolly, the Act includes:

?k 510.9 mi l l ion to lowa provided by formula community investments through the Community Development Block
Grant program;

;k 57.6 mi l l ion to lowa in formula publ ic housing assistance through the Publ ic Housing Capital  Fund;
* 518.9 mi l l ion to lowa in formula low-income housing tax credits distr ibuted through the HOME Program;
* '  Nat ional ly,  $2 bi l l ion in addit ional competi t ive resources to the Neighborhood Stabi l izat ion Program;
* Nat ional ly,  $2.25 bi l l ion in retrof i ts for subsidized housing through the Sect ion 8 Program;
* Nat ional ly,  5100 mil l ion for a competi t ive grant program for lead reduct ion in housing.

For  more  in fo rmat ion  on  hous ing  resources ,  p lease rev iew Senator  Hark in 's  webs i te :

http: / /www. ha rkin.sena te.gov /rc/housing.cf m
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Makine Home Affordable
Summary of Guidel ines

Making Florne Affbrdablc will olJbr assistance to as many as 7 to 9 million homeowners, making thcir
mortgagcs rnorc aflbrdable and hclping to prevent the destructivc irnpact of forcclosurcs on farnilies,
communit ies and the nat ional cconorry.

The Home Alf'ordable Refinance program will be available to 4 to 5 million horncowncrs who have a
sol id payrncnt history on an cxist ing lnortgage owned by Fannie Mae or Frcddie Mac. Normal ly,  thesc
borrowcrs would bc unablc to rcf inancc bccausc thcir  hornes have lost value, pushing thcir  currcnt loan-
to-valuc ratios above ll0%,. Under the Home Aflbrdable Refinance program, many of thcrr will now bc
cl igible to rcf lnancc thcir  loan to takc advantagc cl f  today's lower mortgage rates or to ref lnancc an
ad.justablc-ratc mortgagc into a rrore stable mortgage, such as a 3O-ycar flxcd ratc loarr.

GSE lcndcrs and serviccrs alrcady havc rnuch of the borrowcr 's information on f l lc,  so docurrcntat ion
rcquircmcnts arc not l ikely to bc burdcnsornc. In addit ion. in solne cascs an appraisal  u, i l l  not bc
ncccssary. This f lcxibi l i ty wi l l  r rake the rcf inance quickcrand lcss cost ly forboth borrowers and lenders.
Thc l lorrc Al lordablc Rcf lnancc progrant ends in Junc 2010.

Tl'rc Honrc A/fordable ModiJication program will help up to 3 to 4 rril l ion at-risk horncowncrs avoid
forcclosurc by rcducing monthly nortgagc payments. Working with thc banking and crcdi t  union
regulators. thc Fl lA. thc VA, thc USDA and thc Fcdcral  Housing Financc Agcncy. thc Trcasury
Dcpartment today announced prcgram suidcl incs that arc cxpcctcd to bccomc standard industry pract icc
in pursuing al l i r rdablc ancl sustainablc mclr tgagc modif icat ions. This prosrarn wi l l  work in tandcrr with
an e xpandcd and improvcd l lopc fbr Hortrcow'ners prograln.

With thc inl i rnnat iort  nou'  ar"ai lablc.  scrviccrs can begin immediately ' to modi l .v el ig ible mortgages
undcr the Modi l icat ion program so that at-r isk borrowers can better alTord thcir  pay'mcnts. Thc
dctai lcd guidcl ines (separatc documcnt) providc infbrnrat ion orr the fol lc lu ' ing:

I  : l i q ih i l  i t y  a r rd  Vcr i l ' i ca t  io r r
o l -oans or i{r inatcd on or bcfbrc January l .  2009.
o First- l icn loatrs olr  o\ \ 'ncr-occupicd propcrt ies with unpaid pr incipal balancc up to 1i729.750.

Highcr l inr i ts al lowcd lbr owncr-occupicd propert ies with 2-4 units.
.  Al l  borrowcrs must f l l ly docurlrcrr t  incor.ne. including signed IRS 4506-1' .  tu 'o urost rcccnt pay

stubs. and most rcccnl tax rcturn. and tnust s ign an aff ldavi t  of  f lnancial  hardship.
o Property owner occupancy status will bc vcriflcd through borrower crcclit report and other

docurrcntat ion: no inr,  cstor-ow ncd, r ,acant.  or condernned propcrt ics.
o l t rcent ivcs to lcrrders and scn' iccrs to modify at r isk borrowcrs who have not yct misscd paynrcnts

whcrt  thc serviccrclctcrr l incs that the borrower is at imrninent r isk of dcfault .
.  Mod i l l ca t ions  can s ta r t  l i o rn  now'un t i l  December3 l .20 l2 ;  loans  can bc  rnod i t l cd  on ly  once

undcr thc progran.l.

Loan Modiflcation Tcnns and Proccdurcs
o Part ic ipat ing ser l iccrs arc rcquircd to scrvice al l  el ig ible loans under the rules of thc prograrn

unless explicitly prohibited by contract; servicers are required to use reasonable efforts to obtain
waivcrs of l imits on part ic ipat ion.

r  Part ic ipat ing loan servicers wi l lbe required to use a net present value (NPV)test on each loan
t h a t i s a t r i s k o f i m r n i n e n t d e f - a u l t o r a t l e a s t 6 0 d a y s d e l i n q u e n t .  T h e N P V t c s t w i l l  c o m p a r e t h e
net present value of cash llows with modification and without rnodification. lf the test is positive



\\
- meaning that the net present value of expected cash flow is greater in the rnodification scenario
- the servicer must modify abscnt fraud or a contract prohibition.

o Pararncters of thc NPV test are spel led out in the guidel incs, including acccptablc discount rates,
propefty valuation rnethodologics, home price appreciation assumptions, fbreclosure costs and
time lines. and borrower cure and redefault rate assumptions.

. Servicers will lbllow a specified sequence of steps in order to reduce the rnonthly payment to no
rlore than 3l9zo of gross monthly incorne (DTI).

. Thc rnodification sequence requires flrst reducing the interest rate (subject to a ratc floor of 2"/r).
thcn if ncccssary cxtending the tenn or amoftization of the loan up to a rnaxir.nurn of 40 ycars.
and then if necessary fbrbearing principal. Principal forgiveness or a Hope fbr llorncowners
refinancing are acceptable altematives.

o The rnonthly payrncnt includes pr incipal,  intcrest,  taxcs. insurance, f lood insurance. horneou,ncr 's
association and/or condominium f-ccs. Monthly incorne includes wages. salary. ol'ertinre . f-ees.
colnmissions, t ips. social  sccuri ty.  pcnsions, and al l  othcr incomc-.

o Scrviccrs must cnter into thc program agreernents with Treasury's financial agcrrt on or
be lbre Dcce mbcr 3 l .  2009.

Payrncnts to Servicers. Lendcrs. and Resrronsible Bomowers
. Thc progranr wi l l  share wlth the lender/ invcstor the cost of  rcduct ions in rnonthly payments f ior l

3t t , )1,  DTI ro 3l( f i ,  DTI.
.  Scrviccrs that modi ly loans according to thc guidcl ines wi l l  rcccivc an up-f iont l 'ec of Xi l .0001br

cach rnodillcatior.r. plus "pay for succcss" f'ccs on stil l-pcrfirrrning loans of $ 1.000 per year.
o Hon"tcowrtcrs wlro makc thcir  payrncnts or. t  t i rnc are el igible lbr up to $1,000 o1'pr incipal

reduction paynrcnts cach ycar fbr up to five years.
.  Thc progranr wi l l  providc one-t i rre bonus inccnt ivc paymcnts of $1.500 tcl  le 'nder/ investors and

$500 to scrviccrs fbr nrodif lcat ions rnadc whi lc a borrowcr is st i l l  currcnl  on urortgagc paymcnts.
.  Thc prograr.n rvi l l  includc inccnt ivcs for cxt inguishing sccond l icns un loans mocl i t icr l  undcr this

prograrn.
o No paymcnts will be uradc undcr thc prograrn to the lender/invcstclr, scrviccr. ur bormwcr unless

and r.rntil thc scrviccr has llrst cnlcrcd into thc prograr.n agrccrncnts with Treasr.rry's financial
agcn l .

.  Sinr i lar inccnt ivcs wi l l  bc paid f i r r  t lopc fbr Homcowncr ref lnances.

Transparcncy and Accountabi l i ty
o Mcasurcs to prcvent and detcct t iaud. such as docurnentat ion and audit  rcquircrrents. u ' i l l  be

ccntral  to the prograrn.
o Scniccrs wi l l  bc rcquircd to col lcct.  maintain and transnri t  records lor vcr i f lcat ion and

corlpl iancc rcvicw, including borrou'er e l ig ibi l i ty.  underwri t ing, incr 'nt ivc payrrcnts.  property
vcr i l lcal iorr .  and othcr documcntat ion.

o Frcddie Mac wi l l  audit  conrpl iance .


